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implying current assets were more in relation to current liabi-
lities but the gap was gradually decreasing. Current "liabilities
to total assets showed an increasing trend whereas current
assets to total assets remained constant from 1978 to 1981
(Section-B and C, Table 4.7). The ratio of working capital to
total assets was positive but its value was decreasing from
1979 onwards which denotes a gradual deterioration in the
current financial position of the firm. Working capital to bank
credit was 1.75 in 1979 implying diversion of other loans to
working capital purposes but for the remaining years the value
of working capital / bank credit was less than one and diminish-
ing continuously indicating diversion of bank credit to other
purposes (Section-E, Table 4.7). However, the current financial
position of the firm was good but the trend in short-term
solvency ratios indicate the firm's inability to maintain a sound
current financial position. The debt / equity ratio for the firm
was more cr less constant at 0.54 (Section-A, Table 4.12).
Debt is only half of the equity which implies maintenance of
good liquidity which will not pose any problems in the long-
run, but continuous negative earnings (Table 4.11), over a
period of four years (1978 to 1981) indicates maintenance of
over liquidity at the cost of profits.
The current ratio of Firm-IX was decreasing from 1978
(Section-A, Table 4.7). Current liabilities to total assets were
increasing gradually whereas current assets to total assets,
fluctuating between 0.43 and 0,57 (Section-B and C, Table 4.7).
Current liabilities were more m relation to current assets which
reflected an increased negative ratio of working capital / total
assets (Section-D, Table 4.7). Likewise, working capital/bank
credit became negative from 1978 and was increasing steeply
revealing diversion of bank credit to other than working capital
needs (Section-E, Table 4.7). Thus, it indicates that short-term
liquidity of the firm was deteriorating. Therefore, the firm
was unable to meet its short-terni repayment commitments.
During the same period, a worsening debt / equity ratio could
be seen from this firm (Section-A, Table 4.12) which adversely
affected its long-term solvency. Neither short-term solvency
iior long-term stability was achieved by the firm over the
period' of five years (1978 to 1982). A rise in the negative
earnings before depreciation but after interest to total capital